PATRICK-MURRAY ADMINISTRATION
FILESFISCAL YEAR 2013 BUDGET

Responsible, Balanced Solution for Continued Budget
Challenges; Aggressive Reforms Change the Way
Government Does Business

BOSTON — Wednesday, January 25, 2012 — GovernomlDesatrick today filed his Fiscal
Year 2013 (FY13) budget recommendation, a balanoedfiscally responsible plan that reflects
the Governor's unprecedented commitment to educdigalth care, creating jobs and other key
priorities that support long-term job growth anagperity and will continue to accelerate the
Commonwealth's economic recovery.

In the face of unprecedented fiscal challengesgegowent needs to be smarter about how it
delivers services. Reforms included in the Govesnoudget proposal will drive innovation and
implement bold changes to improve accountability ansparency.

The budget invests in Governor Patrick’'s four keyonties: growing jobs, closing the
achievement gap in our schools, lowering healtre caosts and ending youth violence by
supporting positive youth development.

“Under this budget, Massachusetts will create moips, further reduce the cost of health care,
bring us closer to closing the achievement gap lanlil safer communities for our families,”
said Governor Patrick. “l look forward to workingitiv the Legislature to advance these
strategies, because together we can build a str@m@amonwealth.”

“Massachusetts’ economy is growing, but we aré fstded with difficult budget choices,” said
Lieutenant Governor Timothy Murray. “Our Admin&tion remains committed to creating
more innovative reforms, increasing efficiency e delivery of services, and providing critical
resources for Massachusetts residents as we centinkeep close watch on how we spend
taxpayers’ dollars.”

“Our new fiscal reality requires that we change thay government does business,” said
Secretary of Administration and Finance Jay Gorzzdlehis budget is fiscally responsible, and
it builds on the many reforms and efficiency iritras we have already implemented with new
initiatives to achieve better outcomes at lowetts taxpayers.”

The Governor's FY13 budget recommendation propasate spending of $32.3 billion, or a
2.98 percent increase from the current year estidnapending levels. This year-on-year
spending growth of $935.9 million is significantlgss than originally projected because of
significant program reductions, positions elimioag and reforms.



A number of efforts are being made to control thegést cost drivers in the state budget,
particularly health care costs. Even with theset-saging measures, many areas of state
government will see flat or reduced funding levatal, in the aggregate, total funding for state
government outside of health care, safety net amthio legally-obligated fixed costs will be
reduced from FY12 levels.

Supporting Shared Values

Closing the Achievement Gap — The FY13 budget supports many initiatives thdk mwprove
Massachusetts schools, move towards closing thievashent gap and preparing every student
for success in a global economy. These investmiatade record-high state aid for K-12
education (Chapter 70) of $4.136 billion, $10 roitlitowards promoting efforts to close the
achievement gap in the Commonwealth’'s Gateway €itaxd $219 million to community
colleges (an increase of $10 million from last Yyaarsupport the Governor’s call for reforming
the Commonwealth's community college system to emidrthe skills gap and expand
employment opportunity. This budget supports ongagfforts by the Department of Higher
Education to promote reforms and improved outcoatestate campuses through performance
incentive funding, and maintains funding for oubppci campuses. Almost all programs within
the Department of Elementary and Secondary EdutdbD&SE) and the Department of Early
Education and Care (EEC) have level or increasedifig levels.

Controlling Health Care Costs — Similar to last year, this budget maintains @mmmonwealth’s
nation-leading universal health care coverage, evpileserving benefits and eligibility. The
Administration was extremely successful in contagngrowth in health care costs in FY12
achieving nearly a billion in savings through Masalh, Commonwealth Care, the Group
Insurance Commission (GIC), the Department of Gtiwas (DOC) and municipal health care
reform. The FY13 budget continues the Administraiocommitment to support efforts in
innovative procurement and re-contracting strategaehievements in healthcare reform and the
implementation of payment and delivery system refpolicies that will enable Massachusetts
to achieve state budgetary savings of roughly $7Bidon.

Job Creation — This budget invests in the Commonwealth’s econbmfunding programs that
help put people back to work through infrastructprejects, assisting unemployed people with
training to attain high-skilled jobs, supportingdustries that help create jobs (such as life
sciences and tourism) and improving the busines®atd in Massachusetts by easing
burdensome regulations. Under the leadership ofe@®or Patrick, Massachusetts gained
40,700 jobs in 2011, which is the strongest anjalabgrowth performance for the state since the
onset of the recession.

Positive Youth Development and Youth Violence Prevention — The FY13 budget supports many
initiatives to provide opportunities for positivewth development and youth violence prevention
through summer jobs programs, youth violence priemenfunding and targeted services in
communities with the greatest demand for intereentirhis budget invests $35.5 million in
programs related to these efforts, including amg&tment of at least $8.6 million in summer jobs,
$8 million in Senator Charles E. Shannon, Jr. ComityuSafety Initiative grants and
$10 million for Safe and Successful Youth Initigtigrants.



Commitment to Municipalities

In keeping with the Patrick-Murray Administratiorcemmitment to cities and towns, the FY13
budget proposes more than $5.2 billion for locdl acluding $4.1 billion for K-12 Chapter 70
education aid - a $145 million increase in statedfog to municipalities over FY12, and the
highest level of K-12 Chapter 70 aid in history.

The increase in K-12 Chapter 70 aid will fully fuatl school districts at foundation levels and
ensure that all school districts will receive egoiagreater funding than in FY12. Maintaining a
strong investment in education is a crucial comporeé the Patrick-Murray Administration’s
efforts to close the achievement gap and to makeshtznusetts a global leader in education.

FY 2013 Local Aid funding includes:

Unrestricted General Government Aid $833.9 milligvith the same provision for an
additional payment of $65 million should sufficienrplus funds be available for FY12
surplus);

Chapter 90 Local Road Program $200 million;

Special Education Circuit Breaker $213 million;

100% Veterans Homeless Shelter Reimbursement Rate;

State Owned Land (PILOT) $26.3 million;

Regional School Transportation $43.5 million;

Charter School Reimbursement $71.5 million;

School Food Services Program $5.4 million;

Municipal Library Aid $6.8 million; and

Regional Library Local Aid $9.1 million.

Reformsfor Future Generations

The Patrick-Murray Administration will continue tase the budget as a vehicle to drive an
aggressive reform agenda. Proposed reforms include:

Local Housing Authorities: Strengthening reporting requirements, establghim
commission to review the governance and managemstemtture, capping executive
directors’ salaries at $160,000, in line with thesUDepartment of Housing and Urban
Development’s new salary cap, and tightening rtdesddress financial transparency and
management of the state’s public housing portfolio;

Homelessness: Investing in a Responsible and Targeted Emerge8bglter and
HomeBASE System, as well as investing in Expandedni@unity-Based Housing
utilizing existing DHCD Programs;

Community Colleges. Giving budget and leadership control to the BoafdHigher
Education to help meet the Governor’s vision fomoaunity colleges to prepare students
of all ages for the local job market by providirgevant and affordable education and
training;



« Criminal Justice Reforms. Improving the state’s criminal justice continuufrom
sentencing to incarceration to re-entry with secitegn reform, corrections master plan,
unifying parole and probation, and prison closorgdin savings;

« Improving Services for Children, Youth & Families. Focusing on improving access to
information and services through a more comprekenantegrated, coordinated system
of care through implementation of CYF Advisory Coittee recommendations;

« Government Accountability: Improving performance and transparency; maxingizin
federal grants; reducing fraud, waste and abuskahlgning resources to strategic goals
and facilitating informed engagement with the peibli

- Social Innovation Financing: Performance-driven agreements designed to support
innovative approaches to preventative services dbhieve better societal outcomes at
lower costs to taxpayers; and

« Innovation & Technology: Proposes the appointment of a Government Innowvati
Officer, Governor’'s Council for Innovation, statel& competition for innovative ideas
and creative financing for technology improvemeids drive technology-supported
innovations in government that improve serviceewer costs to taxpayers.

Responsible Fiscal L eader ship

Once again, the Governor’s budget proposal is straity balanced and sustainable. The budget
minimizes the use of the state’s stabilization fwith a draw of $400 million, which will leave
a rainy day fund balance of $1.037 billion at the ef FY13.

The Patrick-Murray Administration’s fiscal managerhbas been recognized by all three rating
agencies. In September, Standard and Poor’'s updridde Commonwealth’s credit rating to
AA+, resulting in all three of the state’s creditings being just one notch below the highest
possible rating and giving the Commonwealth théésg credit ratings in its history.

Under Governor Patrick's leadership, the Patrickssjy Administration is the first ever to
develop a long-term financial forecast and planndicy, which will be published with the
FY13 budget. Long-term financial planning is a bgsactice, and the Administration is
committed to using long-term financial planning itdorm the development of structurally
balance, sustainable budgets.

The Administration continues to reduce state enmgegyositions. In addition to the nearly 6,000
budgetary positions eliminated since October 2008,FY13 budget proposes eliminating over
1,100 positions as a result of proposed budgetctemhs in FY13. This is a net reduction of
roughly 300 positions after accounting for increasecertain agencies like the Committee for
Public Counsel Services, Department of TransitioAssistance, MassHealth and the State
Police. With these reductions, the total state btaty workforce will have declined by over 9
percent over a four-year period, despite increasadand for state services across a number of
state programs.



Managing Tough Choices

In order to preserve key investments, the Admiaigin made difficult choices in many other
areas of the budget. These cuts will include:

$30 million in savings will result from 400 additial layoffs or position eliminations in
FY13 across the Executive Branch. This will cometom of the already-reduced head
counts across most state agencies;

A year-on-year reduction of $15 million in budggtafunding will require the
Massachusetts Department of Transportation (Masg@®denerate additional revenues
and/or curtail services provided through the Regist Motor Vehicles;

The closure of the Bay State Correctional FacititiNorfolk will result in $8.9 million in
savings. The closure is consistent with sentencaigrm, the Administration's larger
Corrections Master Plan and efforts to strengtimenstate’s corrections and community
supervision programs. Sentencing reform will ensgheesavings can be achieved without
increasing overcrowding in other facilities;

$350,000 will be saved by closing the Newburypbsli§ish depuration plant, which will
eliminate shellfish cleaning services for closda @@ private fishermen;

$5.5 million in savings from the Department of Dieygnental Service’s Family Respite
and Support benefit, resulting in loss of servioesl, 750 families;

$4 million reduction to local tourist councils;

$1.5 million reduction to Executive Office of Eldéffair's Elder Nutrition Program,
which will eliminate over 240,000 free or subsidlz&uinches for seniors provided
through the councils on aging. This is a 24 percedtction in capacity;

$1.1 million in savings across multiple state agenn State Office of Pharmacy service
reductions;

Limited funding for low-income child care vouchevghich will result in the growth of
the waitlist for families applying for slots forughly 20,000 to 30,000 families;
$371,000 reduction to MRC’s Turning 22 programs;

105 private schools and two public schools woulseloheir Essential School Health
grant, which supports school nurses, because 68,800 reduction to the Department
of Public Health's (DPH) School Health account;

1,200 dental visits for 25,000 developmentally kisd adults would be eliminated due to
a $43,000 reduction at DPH; and

Teenage Pregnancy Prevention receiving $94,000ctiedy resulting in service losses
for 1,000 youth.

Other Budget Solutions

This budget includes initiatives to generate limhigglditional revenues, including:

$61.5 million from eliminating the exemption on dgrand soda sales from the sales tax
to preserve funding for public health programs.sTamount will be dedicated to the
Commonwealth Health and Preservation Fund to pregaublic health and preventative
care services, except for roughly $10 million whigiti be made available to the School
Building Authority and the Commonwealth TranspadatFund;



- $62.5 million from increasing cigarette taxes by580per pack;

- $10.4 million from increasing taxes on cigars atiteo smokeless tobacco by the same
extent as cigarette taxes;

- $22 million from expanding the bottle bill. Thesvenues would be dedicated largely to
recycling and water and sewer rate relief. Thespgsals will help protect key priorities
and provide a more stable and sustainable fundasg m the long-term;

- $22 million from enhanced Department of Revenuestaiorcement initiatives; and

- $10.8 million from agency revenue initiatives.

For more information on the Governor’s FY13 budgétase visit
www.mass.gov/budget/governor




